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MEMORANDUM FOR: Economic Defense Intelligence Committee

v

FROM

Vice~Chairman, EDIC

SUBJECT Transmittal of DRAFT - Fourth Annual
Progress Report of the Economle Defense

Intelligence Committee,

1. Attached hereto is a draft of the Fourth Annual Progress
Report. of EDIC,

2, This report is transmitted for review prior to
consideration at the next EDIC meeting,

25X1A%9a

Vice=Chairman

Attachment: ‘
Draft of Fourth Annual Progress Report of the Economic
Defense Intelligence Committee,

Distribution:
cato D - (All)
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ECONOMIC DEFENSE INTELLIGENCE COMMITTEE

FOURTH ANNUAL PROGRESS REPORT
1 July 1955 - 30 June 1956

I, Introduction

The Economic Defense Intelligence Committee (EDIC) has continued
to function effectively in accomplishing its dual purpose to (a) "de-
velop and furnish intelligence to the Economic Defense Advisory
Committee (mDA?=/for policy making and operations in the economie
defense field" and (b) "develop closer continuous relationships
among the operational, policy-formulation, and intéi}igence-research
elements engaged in the economic defense program." 1

11, Sumary of Activities

During the past year, EDIC served the economic defense community
by identifying important intelligence problems in this field and
bringing them to the attention of appropriate EDAC agencies, To
illustrate, the Committee proposed the adoptiom of more systematic
procedures for the identification of unembargoed commodities which
have become of strategic importance to the Sino-=Soviet Bloc as a
result of recent scientific and technological developments, In line
with this activity, a study of the increased strategic significance
of boron substances as a component of high energy fuels was prepared
for EDAC and subsequently was brought to the attention of the NSC,

A follow=up interagency study group on high energy fuels was conducted
under EDIC auspices, Special attention also was given to current

Bloc technological developments in the field of radio and television
transmitters.

G s o WY S I G R RN S amy e

1/ Terms of Reference, IAG=D=53/1, 25 July 1952,
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Approved For Release 2001/03/02 : CIA-RDP62-00328A000100510062-2



Approved For Releasg 2001/03/02 : CIA-RDP62-00328A000100510062-2

S-E-C~R-E-T
NOFORN
EDIC/R=3 (DRAFT)

EDIC continued to serve as a mechanism for providing coordinated
intelligence support to the responsible agencies on economic defense
matters, For example, EDIC participated in coordinating the intellig-
ence used by the EDAC structure for the determination in December 1955 -
January 1956 of the U,S. position on COCOM IL-II quotas. During the
year ended 30 June 1956, studies were completed on Bloc procurement
from the Free World of a number of strategic commodities such as
copper, mercury, and nickel, as well as cther studies on the Bloc's
supply position in commodities of special economic defense interest
such as diamonds., In addition, perlodic reports were prepared cn
Bloc sales of gold in Free World countries, on Bloc orders for ships
in Western yards, and on deliveries of both new and used ships to the
Bloc. EDIC also provided current intelligence to action agencies on
diversions of strategic materials to the Bloec.

Other significant activities of the Economic Defense Intelligence
Committee included the review of pertinent reports of individual
agenciea, the establishment of a comprehensive pattern of requirements
for both overt and covert collection of economic defense intelligence,
and the review of important research and/or collection deficiencies
in this field,

I1I, EDIC Program
A, General

During the fiscal year there was a marked increase in the
number of coordinated reports and "eases" covering other activities
eompleted by EDIC, Eight intelligence repvorts were issued (TAB A)
and nine intelligence "cases" were completed (TAB B). On 30 June 1956
action was pending on eleven additional cases (TAB C), Intelligence
docunments of interest to operating departments of the economic
?efensg comunity continued to be distributed by the EDIC Secretariat

TAB D)«

B, Support for Comnodity Controls

As illustrated in the accompanying tabs, EDIC initiated or
coordinated the production of intelligence on the supply and utilization
in the Bloc of a number of commodities of eccnomic defense interest.

=] 2 =]
SE-C-B-E-T
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Co Support for Analysis of Soviet Bloc Trade Tactics

Earlier EDIC annual reports have indicated the continuing
interest which the Committee has taken in the analysis of Bloc trade
tactics, This interest has been concerned largely with the offers
of strategic materials by the Bloc to Western Europe, During the

past year, EDIC produced a study of Bloc orts of machinery and
transportation equipment
25X1C 25X1C

D, Support for Analysis of Trade in Decontrolled Commodities and
Exceptions Shipments

EDIC has frequently considered the effects on East-llest trade

of the 1954 revision of the strategic commedity lists. Accordingly,
on the basis of official trade statistics and special reporting by
Uo.S, foreign posts, State/OIR prepared a study on this subject,

A similar analytical problem was raised during 1955-56 by
the rapidly increasing use of "exceptions" procedures for the shipment
to Communist China of commodities under embargo to China but not to
the rest of the Bloc, The practical importance of the problem was
emphasized by continuing foreign pressure to reduce the differential
controls against Communist China, Consequently, a proposal was
forwarded to ICA/MDAC to set up an EDIC working group to make a
periodic review and analysis of the trends, patterns, and strateglc
significance of CHINCOM "exceptions" shipments.

E, Efforts to Improve Collection

During the year, EDIC substantially achieved its long-standing
objective of establishing comprehensive U.S. Government instructions
for the collection and reporting of economic defense information,

For this purpose it was necessary to review all the standing collection
requirements and instructions of the Government pertaining to economic
relations with the Sino-Soviet Bloc and to identify important cut-
standing deficiencles,

S-E-C-R-E-I
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The succéss of thls effort has been reflected in the

substantial improvement of COCOM statistical reporting 25X1C
-t.he strengthening of CIA arrangements in the field for

the collection and dissemination of economic defense information,
the preparation of an Economlic Defense Intelligence Reporting Guide,
and the taking of various important steps to improve the reporting
of economic defense information by overseas personnel of the armed
forces,

All pertinent reporting instructions issued during the past
year to the U,S5, Foreign Service (also applicable to other U,S. Governe
ment personnel overseas) were revised, consolidated,and coordinated
through EDIC. These new instructions have been issued as a confi-
dential supplement to the Foreign Service Manual,

IV, Future Activities

In the light of the pending U,S. Government review and the
probable revision of econcmlic defense pollicies and programs; it
is anticipated that EDIC will continue to make a contribution to -
the economic defense program through participation in both the

. programming of intelligence research for economic defense and in

the production of coordinated intelligence, In addition, EDIC
eurrently plans to continue its focus on the identification of
commodities which are of increasing importance to the Bloc as a
result of new scientifie and technological developments, To &
large extent, however, the long-run future activites of this
Committee will be dictated by a revised U,S. economic defense
poliey, and by subsequent negotiations in COCOHM,

25X1A9%a
Chairman
wm l‘ =
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TAB A
Completed EDIC Reports
S 1 July 1955 = 30 June 1956_

Title

Third Anmal Progress Report of
the Economic Defense Intelligence
Commmitiee.

Sino=Soviet Bloe Ixports of Hachinery
and Transport Fquipment to the Free
World, 1952«195kL,

Ad Iloc Working Group report "Intelligence
Relating to the Use of Boron Substances
as Fuelsh,

MICC Working Party Report on "The Use
of Doron Substances in Fuelsh,

Free World Deliveries of New and Used
Ships to the Sino=Soviet Bloec in 1954
and Proposed Construction as of

1 July 1955 °

Revision of Foreign Service Instructions
for Reporting on FEconomie Relations
with the Sino=Soviet BFloe.

Soviet Gold Sales in Free World Markets,
JamaryeJune 1955,

SinowSoviet Eloc Shipbuilding =
Bibliography.

Availability of Diamonds in the USSR,

-8

Date Issued
11 Oct 1955

22 Aug 1955

AN
1L Sep 1955

9 Deec 1955

2 Nov 1955

31 Jan 1956

8 Feb 1956
18 Apr 1956

6 Jun 1956
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TAB B

Corpleted EDIC Cases
1 July 1955 = 30 June 1956

Soviet Trade Trends snd Tacties: Soviet Eloe Expartation of
Petxroleum, :

In December 195L EDIC was regquested to provide the EDAC
Executive Cormittee with en upeto=date version of OIR
Intelligence Report No. 671h, "Soviet Bloe Trade Trends
and Tactics in Petroleum" for use in COCOM, Through EDIC,
member agencles provided comments to State/0IR for use in
revising IR 6714, Final d:.lspositiorx of this paper was

coordinated by the OIR and MDAG members, (See EDIC/i=10,
7 June 1955).
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EDIC Case 5  Pending Hloc Shipbuilding Orders.

(Reported in Teb A as EDIC/ID=16 (Revised))

EDIC Case 8 Soviet Bloc Use of Borax Products {Boric Acid and Borateg -
;[L 371 5 ) for Rocket Fuel and other Jet Plane Applieation.

(Reported in Teb A a8 EDIC/ID=15)

EDIC Case 9  Intellizence on Trade in Decontrolled Commodities.
The problem of surveillance of commodities which were
decontrolled as a result of the 195L security list review in
COCOM was the subject of a' mnber of discussions in EDIC in
195} and 1955, In December 1955 State/OIR prepared
Tntelligence Report Moo 7031, nChanges in Level and Composition
of EasteWest Trade Traceable to the Relaxation in COCOM
Control, Aupust 1954%, summarizing the results of thelr survey
based on officlal trade statisties., This ;report was discussed

at the EDIC meeting held on 9 Februsry 1956,

EDIC Case 12

25X1C8b
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EDIC Case 1i Revision of Instructions for Reporting on Econorrd.c Relations
with the SinoeSoviet Hoc.

(Reported in Tab A as EDIC/ID=18)

TDIC Case 17 Proposal for Identification of lew Strateglc Commodities.

This case outlines a proposal for identification of new
strategie cormodities maling use of US Government
scientific expertise in order to accomplish a contimuing
review and revision of commodity trade controls., EDIC
approved this proposal and recormended that it be
transmitted to the EDAC member agencies for consideration,
EDIC Case 21  Avallability of Diagmonds in the USSR,
(Reported in Tab A as EDIC/ID=2Li)

o 8 =

Sei=C-R=E=T
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EDIC Cgse 6

EDIC Case 7
EDIC Case 10

EDIC Case 11
EDIC Case 13

EDIC Case 1%

IDIC Case 16
EDIC Case 18

EDIC Case 19

EDIC Case 20

EDIC Case 22
(Reviscd)
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TAB C

EDIC Cases Pending, 30 June 1956

Title

Firms Reportedly Purchasing and Operating Ships
far Corrmnist China,

Export of Ortho=Toluldine to Communist China,

Pattern of Soviet Bloec Strategic Ixports to
the West, :

Soviet Dloc Sales of Gold in Free World larkets.
Possible Soviet Bloc Use of Mapmesium as Fuel,

Soviet DBloc Position and Use of Perchlorie Acid
and Perchlorates of Sodium, Potassium,and Ammonia,

Soviet Attempts to Procure Colloxylin,

Strateglc Irmportance of Alumdmum and its Source
Materials (including bauxite) to the Sinc=Soviet Hloc,

I'ree llorld Deliveries of llew and Used Ships to the
Sino=-Soviet DBloe in 1955 and Projected Deliveries
for 1956, 1957,and 1958, :

Dorax Discovery in Tibet,

Review of Current Status of IMloe Technology in Radie
and Television Transmitters =nd its Possible Hiltary
Applications,
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TAB D

Documents Distributed to EDIC Members

R D 8 A 32

1 July 1955 - 30 June 1956

Designation Title Date Issued

EDIC/ID-17 "Mew Yestern Merchant Vesssl 23 Sept 1955
Delivered to Commmnist China®, (CNI)

EDIC Control 1 Nov 1955

# 60L9

EDIC/WP=2 Possible Tranashipment of US-origin L Nowv 1955
Ferrotitaniume and Ferrovanadium from .
Western Europe to the Soviet Bloc, (CTA)

EDIC/AM-22 EDIC Terms of Heference 7 28 Nov 1955

EDIC/1D-19 "Gzins in Trade, Expressed in Dollars, 1 Feb 1956
which might follow from the Virtual
Flimination of all Controls on Trade
with the Bloe", (CIA)

ENIG/IR-22 Sino-Soviet Blee Import:s and Attempted 3 Feb 1956
Pugeurement of Copper, 1954-1955. (CIA)

EDIC/ID-21 Sino-Soviet Bloc Imports and Attempted 29 Mar 1956
Procurement, of Metallic Mercury in
1955. (CIA)

EDIC/ID=22 Sino-Soviet Bloc Procurement of Nickel - 30 Mar 1955
1955. (Cia)

A

% = & restatement of the TWG Terms of Reference as approved by the IAC, -
bringing up to date certain name designations and document references
following the change of name of the Intelligence ‘orking Group (T9G)
ta the Beonomie Defense Intelligence Commitiee (EDIC),

O
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